I use unique data from the October Supplement of the Current Population Survey to show that the return to foreign education among immigrants is 3.3 percent. Previous studies generate upwardly biased estimates of this parameter because they (1) systematically misattribute domestic education as foreign education and (2) include domestic education as an endogenous control variable. The results indicate that foreign education is less portable than previously thought. Non-linear specifications indicate that the difference in the return to foreign education among immigrants and the return to domestic education among natives is limited to workers with less than twelve years of schooling.
I. Introduction
Estimates using the U.S. Census and the American Community Survey show that between 1970 and 2005, the immigrant share of the labor force tripled, from 5.8 percent to 16.8 percent.
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Previous studies of the return to foreign education in the United States yield estimates between 4.2 and 5.9 percent (e.g. Julian R. Betts and Magnus Lofstrom 2000; Barry R. Chiswick 1978; Robert F. Schoeni 1997) , which is less than the return to domestic education among natives (for a review, see David Card 1999). However, these studies are subject to two econometric problems. The first is that foreign education is measured with error -data limitations in the U.S. Census have led scholars to calculate foreign education with a piecewise function of total education and age at arrival. With a school starting age of six years and a maximum of 18 years of total education, the piecewise function implies that all immigrants whose age at arrival is at least 25 years old completed their total education abroad. This Immigrant workers are an economically vulnerable population because their wages are lower than those of natives with similar observables. A primary suspect for explaining the immigrant-native wage gap is the return to foreign education (Gilles Grenier 1984) , which may be less than the return to domestic education among natives if human capital is not completely portable or if the quality of education differs between countries. Thus, an accurate estimate of the return to foreign education may help us understand the wage structure of this increasingly important segment of the labor market. It also has implications for policymakers who argue that admitting prospective immigrants with greater human capital decreases the net fiscal burden of immigration on taxpayers (Jonathan Weisman 2007) . assumption seems implausible given that older immigrants are more likely to attend school in the United States than natives of similar age (Julian R. Betts and Magnus Lofstrom 2000) . If domestic education is more valuable than foreign education, this form measurement error will lead to upward bias in the return to foreign education.
The second problem is that previous studies include domestic education as an endogenous control variable in their econometric specifications. Given the interest in the overall causal effect of foreign education on wages, domestic education is endogenous because it is determined by foreign education -part of the return to foreign education operates through its effect on investment in domestic education. The direction of the misspecification bias depends on whether domestic education is positively or negatively correlated with foreign education. On the one hand, highly-educated immigrants may be more likely to have attended school in the United States if foreign education proxies for income or savings at the time of migration. On the other hand, less-educated immigrants may be more likely to have attended school in the United States if foreign education proxies for the opportunity cost of school enrollment. Unfortunately, the literature has yet to reach on consensus on the sign of this correlation, so the bias from controlling for domestic education, and thus the overall bias in previous studies, is ambiguous.
In this paper, I make two contributions to the literature using longitudinally-linked data between the 1995, 1999, and 2004 October Supplements of the Current Population Survey (CPS) and the nearest Outgoing Rotation Groups in the CPS basic monthly survey. First, I study the measurement error in previous studies due to calculating foreign education with the piecewise function of total education and age at arrival. The unique data in the October Supplements on schooling earned in the United States allows me to directly calculate foreign education as the difference between total education and domestic education. Second, I analyze the bias from including domestic education as an endogenous control variable. In particular, the supplemental data allows me to estimate the relationship between foreign education and domestic education.
Using the standard specification in previous studies, the CPS data show a 5.8 percent return to foreign education among immigrant men whose age at arrival is at least 25 years.
However, the data reveal substantial measurement error in foreign education, with 25 percent of immigrants having attended school in the United States, instead of zero percent as implied by the piecewise function of total education and age at arrival. Correcting for measurement error leads to a lower return of 5.4 percent, which is consistent with the prior that domestic education is more valuable than foreign education. Excluding domestic education as an endogenous control variable leads to an even lower return to foreign education of 3.3 percent. The upward bias from over-controlling the specification is due to the negative correlation between foreign education and domestic education -an additional year of foreign education is associated with 0.32 less years of domestic education. These two corrections result in an estimated return to foreign education that is considerably lower than those from previous studies, which is primarily due to omitting domestic education as an endogenous control variable. The results are robust to (1) quantile regressions that reduce the bias from the top-coding of wages, (2) alternative samples based on age at arrival and potential foreign work experience, (3) corrections for panel attrition, and (4) corrections for classical measurement error.
The remainder of this paper is organized as follows. Section II discusses previous studies, and section III describes the CPS data and research design used in this paper. Section IV confirms the endogeneity of domestic education, section V decomposes the bias in previous estimates of the return to foreign education, and section VI presents the robustness exercises.
Lastly, section VII discusses the implications for labor economics and immigration policy.
II. Econometric Approaches to Estimating the Return to Foreign Education

A. The Thought Experiment
The research objective is to measure the overall value of foreign education among immigrants in the United States. The corresponding thought experiment is to randomly assign foreign education to immigrants at the time of migration and then estimate its effect on wages.
With this setup, endogenous post-migration investment in human capital should be excluded from the econometric specification because it is part of the return to foreign education. This argument is same as the one against controlling for occupation when studying the gender pay gap 
B. Decomposing the Bias in Previous Studies
The standard econometric approach is to run a regression of wages on foreign education, controlling for exogenous characteristics at the time of migration. To fix ideas, suppose that the true model is Equation (1) and that the error term and foreign education are uncorrelated.
Throughout this section, I abstract from all other control variables. Using the ordinary least squares estimator, the probability limit of the coefficient on foreign education is shown in Equation (2) -the model is correctly specified, and the estimator is unbiased. The Technical Appendix presents the derivations of all equations used in this paper.
In practice, however, scholars are subject to a data limitation that generates a specific form of measurement error in foreign education. Workhorse datasets such as the U.S. Census, the American Community Survey, and the CPS basic monthly survey do not contain data on education by country of origin. Beginning with Chiswick (1978) , the standard approach is to calculate foreign education ( ) f E using total education ( ) T and age at arrival ( )
A with the piecewise function in Equation (3). To simplify the analysis, and to ensure that migration does not interrupt schooling and thus censor foreign education, I restrict my attention to the top part of the function.
Measurement error in this range is due to the misclassification of all domestic education as foreign education since foreign education is equal to total education. This error can be thought of as a linear restriction that forces the returns to foreign education and domestic education to be equal. To see its effect on the return to foreign education, assume that the econometric specification is Equation (4) and Equation (5) and that domestic education is exogenous. Let 2 α be the coefficient on domestic education in the unrestricted regression with foreign education and domestic education as independent variables. As seen in Equation (6), if domestic education 2 A second source of measurement error is caused by the interval reporting of year of arrival, which generates attenuation bias in the ordinary least squares estimator. More recent studies use datasets that report year of arrival in years rather than in intervals (Randall K. Q. Akee and Mutlu Yuksel 2008; Rachel M. Friedberg 2000) . A third source of measurement error is due to multiple trip-taking to the United States (Ilana Redstone and Douglas S. Massey 2004) . Schoeni 1997) . The inclusion of domestic education as a control variable leads to bias in the return to foreign education if it is endogenous. Indeed, Duleep and Regets (1999) argue that it is exactly the difference in the returns to foreign education and domestic education that causes post-migration educational investment.
To understand this potential problem, suppose that Equation (1) is the true model, but that instead we estimate Equation (7). Now, assume that foreign education is not subject to measurement error caused by the piecewise function in Equation (3). In this case, the coefficient on foreign education has the probability limit shown in Equation (9), where the bias depends on the relationship between domestic education and foreign education ( ) 1 τ and the coefficient from the regression of the wage residuals ( ) ε on the domestic education investment residuals ( ) υ .
It is likely that the rightmost term in Equation (9) is positive because unobservables that lead to greater investment in human capital are also likely to lead to greater wages. Thus, if lessskilled immigrants have greater investment in domestic education ( ) 
III. Data and Research Design
A. Data Construction
To estimate the corrected return to foreign education, I use the Current Population Survey, which is a monthly survey of households in the United States. The basic monthly survey includes information on total education, demographic characteristics, and labor supply for household members. Each household is interviewed for four months, on break for eight months, and then re-interviewed for four months. Households units have staggered months of entry, so that each month, one-eighth of the sample is in the first month in sample, one-eighth of the sample is in the second month in sample, and so on, up to one-eighth of the sample in the eighth and last month in sample.
The CPS is useful for estimating the return to foreign education because immigrants report schooling earned in the United States in the 1995 , 1999 , and 2004 calculate foreign education as the difference between total education and domestic education rather than compute it with the piecewise function of total education and age at arrival. Total education is reported in intervals, so I set education as 0 for less than one year, 2.5 for one to four years, 5.5 for five or six years, 7.5 for seven or eight years, 9 for 9 years, 10 for 10 years, 11 for 11 years, 12 for 12 years or high school graduate, 13 for some college, 14 for associate degree, 16 for bachelor's degree, and 18 for master's degree, professional school degree, or doctorate degree (David A. Jaeger 1997 The descriptive statistics also show that immigrants are more likely to be Hispanic or Asian and Pacific Islander. For immigrants, I focus on potential foreign work experience rather than age because it provides a more straightforward interpretation of years since migrationcontrolling for potential foreign work experience implies that an additional year since migration is associated with an additional year in age, while controlling for age implies that an additional year since migration is associated with a one year decrease in the age at arrival.
6
Appendix Table 1 Immigrants have more potential total work experience than natives, which is partly due to their lower total 6 Age is equal to six plus foreign education plus potential foreign work experience plus years since migration. 7 I also combine the residual North America with Elsewhere (includes country not known) because it has less than 20 observations. As expected, the largest group of immigrants in the sample consists of people born in Mexico, followed by people born in the Philippines, India, China, and then El Salvador. There are stark differences in the amount of foreign education by country, ranging from a low of 7.5 years of foreign education for Guatemalan immigrants to a high of 15.3 years of foreign education for Russian immigrants.
[ Figure These figures suggest that the measurement error and model misspecification in previous studies both lead to downward bias in the estimated return to foreign education. However, since they do not control for other important variables that vary among immigrants, I turn next to parametric analyses to hold these factors constant.
B. Research Design
As a preliminary analysis, I first estimate the relationship between domestic and foreign education among immigrants using Equation (10). The dependent variable is either (1) having any domestic education or (2) domestic education, and I use logistic and ordinary least squares estimators, respectively. In the latter case, the parameter 1
which allows me to sign the bias from over-controlling the econometric specification with domestic education. In the baseline specification, I control for a vector of exogenous variables, X, which consists of potential foreign work experience, years since migration, and cohort fixed effects for immigrants and potential domestic work experience for natives. I also use specifications that add a vector of potentially endogenous variables in Z 1 , which consists of citizenship (only for immigrants), married, number of children in the household, number of adults in the household, residence in a metropolitan area, and Census division fixed effects.
These variables are potentially endogenous because they take place at the time of the survey rather than at the time of migration. The error term includes basic monthly survey fixed effects (October 1995 to January 2004) and country of birth fixed effects (only for immigrants).
( ) ( )
I use similarly specified wage models as shown in Equation (11), one with the exogenous controls only and one that adds the potentially endogenous controls. The only difference is that the wage equations also control for part-time employment and union coverage as potentially endogenous control variables in Z 2 , which are likely to affect wages but irrelevant for domestic educational investment. For comparison, I also estimate the wage specifications separately for natives, with a focus on the return to domestic education and controlling for potential domestic work experience. In addition to estimating the wage models for immigrants, I also estimate them separately for natives for comparison with the focus on the return to domestic education and control for potential domestic work experience. Note that the basic monthly survey fixed effects controls for common labor market conditions across all workers in each group. As extensions, I
also experiment with non-linear specifications of foreign education given the graphical evidence presented in Figure 1 .
One major concern with this identification strategy is the potential bias from selective emigration. Ideally, the sample consists of all immigrants who chose to migrate. Instead, the data only contains information on immigrants who are still in the United States at the time of the survey. Previous studies document substantial emigration that varies by demographic characteristics and country of birth (e.g. Jennifer Van Hook, et al. 2006) . Indeed, estimates from longitudinal Social Security Administration data show lower assimilation rates than those based on cross-sectional data (Darren Lubotsky 2007) . To the extent that emigration is negatively correlated with foreign education, previous estimates of the return to foreign education, and the ones in this paper, are upper bounds on the true return to foreign education. [ Table 2 . Immigrant Investment in Domestic Education]
IV. The Endogeneity of Domestic Education
The second column presents the specification that includes potentially endogenous control variables. Again, each year of foreign education decreases the probability of having any One concern with defining foreign education as the difference between total education and domestic education is presence of classical measurement error in total education and domestic education (Barry R. Chiswick and Paul W. Miller 1994) . This may be due to the interval reporting of total education in the basic monthly survey, part-time school enrollment, or grade retention. In this case, the coefficient on foreign education is biased downward as shown in Equation (12), where d θ is the measurement error in domestic education. The problem here is that the variance of the measurement error may be large enough to produce a negative relationship between foreign education and domestic education in the data when the actual relationship is positive. 
To assess the importance of this problem, I use a reliability ratio of 0.88 from Ashenfelter and Card (1994) and estimate that the variance of the measurement error in domestic education is 0.88.
8
In results not shown here but available upon request, I estimate specifications that control Equation (12) implies that the coefficient on foreign education without measurement error is equal to -0.27, compared to a coefficient of -0.32 with the measurement error. While there is attenuation bias in the first term, the second term decreases the coefficient estimate by 0.12.
Thus, classical measurement error in total education and domestic education does bias the relationship between domestic education and foreign education, but it is not a critical problem because the absolute magnitude of the bias is small.
for race and ethnicity fixed effects and find similar results. I also estimate regressions with domestic education as the dependent variable among immigrants who have attended school in the United States. Since the results are qualitatively similar to those in the left panel of Table 2, I estimate tobit models and find again that foreign education and domestic education are negatively correlated. In these specifications, each year of foreign education is associated with a decrease of almost half a year of domestic education.
Overall, the results indicate that domestic education is indeed endogenous. Consistent with two of the three previous studies of immigrants in the United States (George J. Borjas 1982;
Aliya Hashmi Khan 1997), I show that the relationship between foreign education and domestic education is negative -less-skilled immigrants have more domestic education than highly-skilled immigrants, all else equal. This relationship implies that over-controlling for domestic education in wage regressions will lead to upward bias in the return to foreign education.
V. Foreign Education in the United States Labor Market
This section presents the biased and unbiased estimates of the return to foreign education.
Column (1) of Table 3 presents the estimates for natives as a comparison to the immigrant sample. The return to domestic education is 11.3 percent, which is in line with the previous estimates in the literature. There is also a positive return to potential domestic work experience at 0.90 percent per year. The second column adds the potentially endogenous control variables, and as expected, married men and men living in metropolitan areas earn higher wages than single men and men outside metropolitan areas, respectively. The return to domestic education in this specification is largely unchanged at 10.4 percent.
[ Table 3 . Decomposing the Bias in the Return to Foreign Education]
How do the estimates from the CPS compare to previous estimates of the return to foreign education? Column (3) replicates the standard specification in previous studies by using the piecewise function of total education and age at arrival to compute foreign education.
Because the sample consists of immigrants whose age at arrival is at least 25 years old, the piecewise function assumes that total education is foreign education. In this case, the return to foreign education is 5.8 percent, which is less half than the return domestic education for natives.
This estimate is in line with previous estimates based on data from the U.S. Census (Julian R. Among the additional control variables, married men earn 5.7 percent more than single men, and the point estimates suggest wage premiums for citizen and metropolitan but are not statistically significant.
To understand the bias from the measurement error problem first, columns (5) and (6) estimate unrestricted models that control for foreign education and domestic education without using the piecewise function. In the baseline case, the return to foreign education is 5.4 percent, and under the assumption of exogenous domestic education, the return to domestic education is 6.8 percent. The results show that the measurement error generates upward bias in the return to foreign education because the return to domestic education is greater than the return to foreign education. However, the magnitude of the measurement error bias is small in part because the variance of domestic education is small relative to the variance of foreign education.
The final two columns exclude domestic education from the specification to analyze the remaining bias from including it as an endogenous control variable. Column (7) shows that the corrected return to foreign education is only 3.3 percent in the baseline specification. The overall return to foreign education is lower than the estimates that only correct for measurement error because foreign education and domestic education are negatively associated. As expected, the regression of the wage residuals on the domestic education investment residuals give a coefficient of 0.068, which means that unobservables that lead to greater domestic education also lead to greater wages. Column (8) shows that the corrected return to foreign education is largely unchanged after including the potentially endogenous control variables at 3.1 percent. In this specification, citizenship is associated a 5.9 percent wage increase, as is marital status and metropolitan status at 7.4 percent and 9.7 percent, respectively.
Thus, the corrected estimates of the return to foreign education are about half the size of the estimates in previous studies, and only one-third the size of the return to domestic education among natives. These results indicate that foreign education is much less valuable in the United
States labor market than previously thought. Part of the difference is that previous studies misattribute domestic education as foreign education, but the more important reason empirically is that the econometric specifications that over-control for domestic education.
[ Table 4 . Non-Linear Returns to Education for Natives and Immigrants]
As an extension, I test for non-linear returns to education in Table 4 . Conceptually, the return to education may exhibit nonlinearities if degrees signal productivity to employers via "sheepskin effects" or if worker responses to labor supply and demand shocks vary by schooling (James Heckman, Anne Layne-Farrar and Petra Todd 1996; Thomas Hungerford and Gary S.
Solon 1987; David A. Jaeger and Marianne E. Page 1996). Empirically, the local linear regressions in Figure 1 suggest that the slope for natives changes at 11 or 12 years of schooling, which corresponds to the schooling required for high school completion. The estimates in columns (1) and (2) confirm the presence of non-linear returns to domestic education for natives, with a return of 4.3 percent for workers with less than 12 years of schooling, compared to a return to 7.2 percent for workers with more than 12 years of schooling.
The return to foreign education among immigrants need not be non-linear if employers do not recognize the "sheepskins" of foreign education systems. Betts and Lofstrom (2000) and Bratsberg and Ragan (2002) both find evidence of a nonlinearity at 12 years of schooling, although both are subject to the measurement error and misspecification problems described above. Using the uncorrected specification for immigrants, the CPS data shows a similar pattern, with the return to foreign education among the less educated at only 1.8 percent and at 9.2 percent for workers with at least 12 years of school. Surprisingly, while foreign education is less valuable than domestic education at the low end of the skill distribution, it is actually more valuable for immigrants with at least 12 years of schooling. When I correct for measurement error and model misspecification, the return to foreign education for workers with less than 12 years of foreign education is 1.0 percent, while the return for workers with at least 12 years of foreign education is 7.3 percent. Thus, the difference in the return to foreign education among immigrants and the return to domestic education among natives is driven by differences in the value of education among workers with less than 12 years of schooling. For those with at least 12 years of schooling, the return to foreign education among immigrants and the return to domestic education among natives are comparable.
VI. Robustness Exercises
In this section, I present results from four sets of robustness exercises that address some of the potential biases in the return to foreign education. First, I estimate quantile regressions to
(1) protect against the bias due to the top-coding of wages and (2) allow for the return to foreign education to vary at various points of the wage distribution. The top-coding of wages may be particularly important here since many highly-skilled immigrants come to the United States under the H1-B visa program, particularly those in the high-paying technology industry.
[ Table 5 .
Quantile Regression Estimates for the Return to Education]
For comparison, the left panel of Table 5 presents the quantile regressions for natives at the 25 th , 50 th , and 75 th percentiles of the wage distribution. The return to domestic education is 9.3 percent at the 25 th percentile, increases to 10.7 percent at the 50 th percentile, and then increase to 11.9 percent at the 75 th percentile. The right panel presents the estimates for immigrants based on specifications without measurement error from the piecewise function or with domestic education as an endogenous control variable. The return to foreign education at the 25th percentile is 1.4 percent, 3.1 percent at the 50th percentile, and 3.4 percent at the 75th
percentile. There are two takeaways from this set of results. First, the return to domestic education among natives and the return to foreign education among immigrants increase with the percentile of the wage distribution. Potential explanations for these trends are that (1) workers at higher percentiles of the wage distribution have greater unobserved ability, which interacts positively with the return to schooling, (2) schooling and unobserved school quality are positively correlated, and (3) workers with high levels of schooling are employed in jobs with low skill requirements (Pedro S. Martins and Pedro T. Pereira 2004). Second, the estimates at the 50th percentile are similar to those from the ordinary least squares specifications, which indicate that the top-coding of wages does not cause any quantitatively meaningful bias in the returns to domestic and foreign education.
[ Table 6 .
Sample Restrictions and Corrections for Attrition Bias]
The second robustness check is based on the selection of immigrants with uncensored foreign education. Up to this point, the immigrant sample consists of people who were at least 25 years old when they arrived in the United States. However, many immigrants come at earlier ages but still have uncensored foreign education. In the absence of data on immigrant visa type, there are two available alternatives using the CPS. The first approach is to reduce the age at arrival criteria to allow additional immigrants into the sample. The left panel of Table 6 shows the results using 16 years old at the time of migration as the new lower boundary. As shown in column (1), the return to foreign education in the expanded sample is 2.4 percent, which is lower than the return in the main sample. This result indicates that the return to foreign education increases with age at arrival, which suggests that the timing of migration is endogenous.
Because the expanded sample also adds immigrants with interrupted education, I restrict the sample further by imposing a potential foreign work experience condition. The assumption here is that immigrants have continuous schooling and complete their foreign education once they take a break. Column (2) shows results for immigrants who were at least age 16 years old when they arrived in the United States and who have at least one year of potential foreign work experience. The return to foreign education is 2.3 percent, which is the same as the return without the experience constraint. Expanding the criteria to more than five years of potential work experience does not change the estimated return to foreign education.
The third exercise is designed to study the panel attrition bias due to non-matches between the October Supplements to the basic monthly surveys. Respondents may not have wage data in November, December, and January months due to migration, death, or nonresponse (Brigitte C. Madrian and Lars John Lefgren 2000). One solution is to limit the sample to only the October basic monthly survey since panel attrition would then not be issue. A second solution is to reweight the October, November, December, and January samples to match the size of the original October sample, but doing so requires a modified specification with an abbreviated set of country fixed effects and without controlling for union coverage. For comparison, column (4) presents the usual sample consisting of immigrants whose age at arrival is at least 25 years old with the modified specification. The results indicate a slightly higher return to foreign education at 3.8 percent. Column (5) shows the results for the Outgoing Rotation Groups in October of 1995 October of , 1999 October of , and 2004 only. In this case, the return to foreign education is quantitatively similar at 3.7 percent. The final column multiplies the sampling weights by inverse probability weights to correct for panel attrition bias. Again, column (6) shows no effect of missing wage data on the estimated return to foreign education.
The final robustness check assesses how classical measurement error affects the return to foreign education, both compared to previous studies and in the non-linear schooling specifications. First, I calculate the return to foreign education after accounting for classical measurement error in both total education and domestic education. As shown in Equation (13), the probability limit of the coefficient on foreign education exhibits attenuation bias similar to the usual measurement error setup. Note that the variance of foreign education with measurement error is given in Equation (14). With an estimated return to foreign education with error at 3.3 percent, the true return to foreign education is slightly greater at 4.0 percent. Thus, while classical measurement error in total education and domestic education lead to attenuation bias in the return to foreign education, correcting for measurement error and misspecification bias still generates a return that is lower than estimates in previous studies and estimates of the return to domestic education among natives. 
The second part of the exercise addresses the variation in classical measurement error as a function of total education. As discussed above, respondents to the CPS basic monthly survey report total education as either 0 years, 1 to 4 years, 5 to 6 years, 7 to 8 years, 9 years, 10 years, 11 years, 12 years, some college, undergraduate, or advanced degree. This means that the measurement error in total education is largest for those with the lowest levels of total education. Figure 3 shows the cumulative distribution function of schooling and demonstrates that while workers with less than eight years of school make up only 1.2 percent of natives, it makes up 18.7 percent of immigrants. Thus, one possible explanation for the difference between the return to foreign education and the return to domestic education among natives, as well as the nonlinearity of the return to foreign education among immigrants, is measurement error at the low end of the distribution of total education.
[ Figure 3 .
Cumulative Distribution Functions for Education]
It is difficult to get a convincing handle on the measurement error due to the intervalreporting of total education versus the measurement error from all other causes. 9 Unfortunately, the data used by Jaeger (1997) does not permit the disaggregation by nativity.
Instead, I argue that it is unlikely that (1) the return to foreign education equals the return to domestic education among immigrants, and that (2) the return to foreign education among workers with less than 12 years of schooling equals the return to foreign education among workers with at least 12 years of schooling. The first case requires a reliability ratio of 0.29, and the second case requires a reliability ratio of 0.14, both of which are arguably implausible given that the overall reliability ratio of total education is three and six times the size these requirements, respectively (Orley C.
Ashenfelter and Alan B. Krueger 1994).
VII. Implications for Labor Economics and Immigration Policy
The results of this paper show that the overall return to foreign education among immigrants is 3.3 percent per year. This rate of return is less than one-third the return to domestic education among natives at 11.3 percent, which suggests that the foreign education is not as valued in the domestic labor market. These results are robust to a variety of specifications that address the potential biases from the top-coding of wages, the selection of immigrants with uncensored foreign education, panel attrition in the CPS, and classical measurement error in domestic education and total education.
My estimates are substantially lower than those in previous studies for two reasons. First, previous studies calculate foreign education using a piecewise function of total education and age at arrival. This approach generates upward bias in the return to foreign education because it misclassifies relatively more valuable domestic education as foreign education. The size of the bias is small, partly because the difference in the returns to education is small and partly because the variance of domestic education is small relative to the variance of foreign education.
The second reason why previous studies produce greater returns to foreign education is that they misspecify the econometric model by controlling for endogenous domestic education.
Part of the return to foreign education operates through additional investment after migration, and our research interest is in the overall value of foreign education the domestic labor market.
The CPS data show that it is immigrants with less foreign education who make greater investments in post-migration human capital. The negative correlation between foreign education and domestic education generates substantial upward bias in the return to foreign education when the specification over-controls for domestic education.
Notably, non-linear specifications of foreign education indicate that the difference in the returns to education between immigrants and natives occur among workers with less than 12 years of school. In this range, the return to domestic education among natives is 4.3 percent, while the corrected return to foreign education among immigrants is only 1.0 percent.
Surprisingly, the non-linear specifications suggest that the two returns to education among workers with at least 12 years of school are actually equal. Subsequent studies will need to assess the extent to which the observed differences in the returns to education are due to classical measurement error from interval-reported schooling.
With this caveat in mind, the results have important implications for our understanding of the labor market. A major cause of the immigrant-native wage gap is that foreign education among immigrants is less valued than domestic education among natives. There are several potential explanations for this empirical result. It may be that curriculums in foreign countries are not applicable in the domestic labor market, or that even with the same curriculum, schools in other countries are less effective than those in the United States. An additional explanation is that employers are unable to recognize the quality of education from unfamiliar, foreign schools.
The results also have important implications for federal immigration policy. Currently, policymakers are considering proposals to increase the fraction of immigrants admitted on the basis of human capital. This proposal is motivated by concern over the net fiscal burden of immigration. Proponents argue that less-educated immigrants are more likely to rely on social services, so admitting highly-educated immigrants decreases the net fiscal cost of immigration.
The results in this paper make two contributions to this policy arena. First, selecting immigrants on the basis of foreign education is less likely to lead to higher immigrant wages than previously thought. And second, the evidence in this paper suggests that this proposal is particularly unlikely to work among immigrants with less than 12 years of foreign education.
VIII. Technical Appendix
A. Correct Wage Specification
Assume that the true model is Equation (A1) and that foreign education and the error term are uncorrelated. Then the usual ordinary least squares estimator of the return to foreign education is unbiased. 
B. Wage Specification with Measurement Error and Exogenous Domestic Education
In the measurement error case in Equation (A3) and Equation (A4), the econometric specification is still a regression of wages on foreign education. However, the proxy for foreign education is total education since the piecewise function assumes that all education for immigrants whose ages at arrival are at least 25 years old is of foreign origin.
The bias in this specification is best understood by studying the regression of wages on both foreign education and domestic education shown in Equation (A5). First, note that the probability limit of the return to domestic education is given in Equation (A6).
Thus, the probability limit of the measurement error specification is given in Equation (A7). 
C. Specification with Domestic Education as an Endogenous Control Variable
In the model misspecification case in Equation (A8), domestic education is included as a control variable that is endogenous. The endogeneity of domestic education is shown in Equation (A9).
Using the derivation from Angrist and Krueger (1999), the first step is to set up a partitioned regression using Equation (A10) and Equation (A11).
Note that these two equations generate Equation (A12) and Equation (A13).
( ) Lastly, the probability limit of the return to foreign education is given in Equation (A14). In this case, there is classical measurement error for both total education and for domestic education. The econometric specification consists of Equation (A15), and the classical measurement error for domestic education and foreign education are given in Equation (A16) and Equation (A17), respectively.
Thus, the probability limit of the coefficient on foreign education is: 
E. Classical Measurement Error in the Wage Specification
Assume that the classical measurement error for foreign education is that in Equation (A17). Then the regression consists of Equation (A19), and the probability limit of the return to foreign education is shown in Equation (A20). 1995, 1996, 1999, 2000, 2004, and 2005 . Notes: The sample consists of men in the October Supplements with matches in the basic monthly surveys, between ages 25 and 64 years old, without missing or negative foreign education, and in the wage and salary sector with hourly wage between $1 and $100 in 2000 dollars. Natives are U.S. born with U.S. born parents, and immigrants are foreign-born whose ages at arrival are at least 25 years old. 1995, 1996, 1999, 2000, 2004, and 2005 . Notes: * p<.10, ** p<.05, *** p<.01. The sample consists of men in the October Supplements with matches in the basic monthly surveys, between ages 25 and 64 years old, without missing or negative foreign education, and in the wage and salary sector with hourly wage between $1 and $100 in 2000 dollars. Natives are U.S. born with U.S. born parents, and immigrants are foreign-born whose ages at arrival are at least 25 years old. All specifications include basic monthly survey fixed effects and country fixed effects. Specifications 2 and 4 include Census division fixed effects. 1995, 1996, 1999, 2000, 2004, and 2005 . Notes: * p<.10, ** p<.05, *** p<.01. The sample consists of men in the October Supplements with matches in the basic monthly surveys, between ages 25 and 64 years old, without missing or negative foreign education, and in the wage and salary sector with hourly wage between $1 and $100 in 2000 dollars. Natives are U.S. born with U.S. born parents, and immigrants are foreign-born whose ages at arrival are at least 25 years old. All specifications include basic monthly survey fixed effects, and all immigrant specifications include country fixed effects. Specifications 2, 4, 6, and 8 also control for part-time and union coverage and include Census division fixed effects. 1995, 1996, 1999, 2000, 2004, and 2005 . Notes: * p<.10, ** p<.05, *** p<.01. The sample consists of men in the October Supplements with matches in the basic monthly surveys, between ages 25 and 64 years old, without missing or negative foreign education, and in the wage and salary sector with hourly wage between $1 and $100 in 2000 dollars. Natives are U.S. born with U.S. born parents, and immigrants are foreignborn whose ages at arrival are at least 25 years old. All specifications include basic monthly survey fixed effects, all native specifications control for potential domestic work experience, and all immigrant specifications control for potential foreign work experience and years since migration and include cohort and country fixed effects. Specifications 2, 4, and 6 also control for citizen (only for immigrants), married, number of children, number of adults, metropolitan, part-time and union coverage and include Census division fixed effects. 1995, 1996, 1999, 2000, 2004, and 2005 . Notes: * p<.10, ** p<.05, *** p<.01. The sample consists of men in the October Supplements with matches in the basic monthly surveys, between ages 25 and 64 years old, without missing or negative foreign education, and in the wage and salary sector with hourly wage between $1 and $100 in 2000 dollars. Natives are U.S. born with U.S. born parents, and immigrants are foreignborn whose ages at arrival are at least 25 years old. All specifications include basic monthly survey fixed effects, and all immigrant specifications include country fixed effects. All specifications include Census division fixed effects. 1995, 1996, 1999, 2000, 2004, and 2005 . Notes: * p<.10, ** p<.05, *** p<.01. The sample consists of men in the October Supplements with matches in the basic monthly surveys, between ages 25 and 64 years old, without missing or negative foreign education, and in the wage and salary sector with hourly wage between $1 and $100 in 2000 dollars. Natives are U.S. born with U.S. born parents, and immigrants are foreignborn whose ages at arrival are at least 16 or 25 years old. All specifications include basic monthly survey, country, and Census division fixed effects. 1995, 1996, 1999, 2000, 2004, and 2005 . The sample consists of men in the October Supplements with matches in the basic monthly surveys, between ages 25 and 64 years old, without missing or negative foreign education, and in the wage and salary sector with hourly wage between $1 and $100 in 2000 dollars. Natives are U.S. born with U.S. born parents, and immigrants are foreign-born whose ages at arrival are at least 25 years old.
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